
determinants identified by the theoretical model. The empirical model is given by'

log(!) P 1log(p) + 132 og(E[p *1)+ I 3log(e) + t34 lof(2) + 135y2 + P,5 a 2 + f37FTA +e (7)

where s is spending by Canadians in the United States and c is a disturbance term. Ail data

is saznpled annually over the period 1980-1994 time period. "

The variable FTA is a dunimy variable which captures the influence of the Canada-U.S

Free Trade Agreement. The variable assumes a value of one for the period 1987-1994, and a

value of zero otherwise. The Canada-U.S. Free Trade Agreement was signed ini mid-1987 and

was the focal point of much debate in Canada. leadinE to a Canadian federal electicrn in 19QRR


